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The Rural Electrification and Rural Teléphorie’Loan Programs 
( ! | aide eh 
The Rural Electrification Administration eas a , Lend ing agency of the 
nited States Department of ‘agreulture, Tt makes Loans for ina purpose 
. fe belping finance electric and pebernane systems in rurel maine Congress 
annually determines the amount, of ota REA may lend in each program. 
the agency was established on May 11, 1935, vy Executive order of 


» President. The Rural Electrification Act of 1936 canon REA permanent 


me ‘the field of rural electrification, REA is expovered, to make loans 


C qualified borrowers for the extension of central station service to 
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Nature of Loans =~ ‘. RR Sie i baat Sen oe areal ace a 


REA loans bear two Recs pees ot mast he repaid over en yt de 
maximum period of 35 years. Electric loans made by REA cover ee full 4 
cost of constructing ‘power lines and other electric facilities. REA 
telephone loans can cover 50 percent or more of the total value on the ‘ ie 
Katie ot system, including ae facilities financed ty 3 ‘REA. The 
borrower provides the reneining equity. | ” . , 

REA iteelt ‘operates no electric or telephone facilities. REA Loans 
are repaia from operating revenues of the systens it finances. Part of a e : 
each consumer 's monthly payment for electric or telephone « service goes | un 
pay off the Government: loan. i: aa : 
Progress of = Electrification ; 

The Beh SSpeihcl, of these Loan, programs was a Congressional response to 
the needs of rural ‘people. Farm electrification had advanced very slow: 
bn the Uaited States during the 53-year period from 1882, when the firs 
central generating Es wet. into soevice ‘ ae 1935 when ‘REA was a 
Only 10.9 percent of all farms in the United Syates were receiving cen ral 
station electric service by eae | 

Between 1935 and 1953 about M, 000, 000 additional farms were conne 
to a a Poa lines by. all power distributors. Of these, slightly es 
more than hale were served ty REA financed averena ° ‘The reneinder were a 
added to facilities of other power distributors, largely power compan a 


On June 30, 1952, REA estimated that 4,740 ,8h9 of the rare recorded in ie 


the 1950 Census, or 68. 1 percent, were electrified. “About 640,000 of | di, 
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the Nation's farms and many thousands of neuron establishnents still 


| | vere wmelectrified. Many of these melectrified farms and other rural 


Pal 


ig establishments are situated in isolated areas, ‘e in areas of relatively 
low farm income. | Hay ee ee 

In 1950, the Census indicated that 38. 3 percent of all pe in the 
United States had telephones. ‘This had teereupled to 40.3 percent by 
fa June 30, 1952, according to a' ‘Department of Agriculture survey. . 
Borrowers Practice Area Coverage , 

Electric and telephone facilities constructed by REA Yorcewers are 


i Mae doniad to serve entire areas, including less deel settled sections 


as well as those of concentrated population. The policy of area coverage | 


emerged as the rural electrification job progressed. The test is no longer 


i i whether an individual line or section will be self-supporting, but 


bials whether the system as a whole is feasible. This is a matter of policy 


in electrification loans, but Congress wrote it into the telephone 
amendment ., It directed that the program be conducted to "assure the 
Wiravat lability of adequate telephone service to the widest practicable 
number of rural users of such service.” oe 
4 Status of Electric Program 7 

By the beginning of 1953 REA had approved $2 668,946,121 in 
electric loans to 1,081. borrowerd, and $2,157,945,000 had been advanced. 
The borrowers included 986 cooperatives, 44 public power districts, 26 


other public bodies, and 25 commercial power companies. 


more than 3,851, 000 farms and: other rural’ consumers in about 2) 600" pei 
counties of 46 States, Alaska, the Virgin Islands, and Puerto Ri¢o. a Ue 
More than two-thirds of all consumers on REA-financed ‘power “Lines are 
farms. REA borrowers also serve many thousands of rural nos dfarn™ 


dwellings, schools, churches, stores, commnity buildings, and similar ve me 


facilities, as well as rural industries and other commercial. enterprises. i 


Repayment Record of Borrowers ra 
. ai wa ye, 
At the start of 1953, electric: borrowers had paid to ‘the ‘Government — 


me 


approcimately $10,000,000 in interest and had repaid $255,000,000 in 
principal on their REA loans. This. included over $52,000,000 ‘in ‘pay- Aoi 
ments on principal ahead of schedule. About $718,000, or one-fifth df % 
one percent of. the amount due, was delinquent. ope 
About 80 percent of the.electric loans approved by REA have eben for “i 
distribution facilities. EA makes generation and transmission odne a 
borrowers are unable to purchase an adequate supply of power or when an 5s f 2 
saving will result. Approximately 19 percent of the REA loans’ have ‘Been | i | 
for construction of generating plants: and transmission lines. About ne 
percent of the loans has been made to power systems for seuendthe to rural : 
people to finance farmstead wiring and plumbing instaliations, electteans a 
equiqgment;. ent tert gation ma01 yt eit: « ae 
Status of Telephone Program | | 


Funds for the first REA telephone loan were allocated to the 


¥ 


fi . . . 
renntte in service, and REA borrowers reported completion of about 


Hae insists that rural me Syl who ao ee have telephone deerind but 
nt at. ; first apply to the nearest teleshene COREEHS « If an established 
x “company ‘te willing to provide wemeine ' RRA believes thet, ine dest elves 


a. of the community will be served Ry ene cureging the company i on it. 


ie bic tion of food and fiber. To date, about 400 farm uses for electricity 


are known, at least 250 of them productive uses. 
i ee 
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i) ppoasehola and farm tesks. Average use on REA-financed lines rose from 117 


Farmers are using steadily increasing amounts of electric energy for 


ish per farm in December 1947 to 197 kwh in December 1952. Power system 
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has been a major activity of most REA electrification borrovers. in ec 
years... * He ES SaaS mea Ot, : ‘ 4 

:An' important result of expanding rural electrification and telepho 
service ‘is the increased business brought into rural commmities. Private 
business is stimulated, both locally and nationally. Studies intteate the 
for every dollar Invested in rural power facilities, the farmer invests, | 
to $4 in wiring, plumbing and electric appliances. . | : 


But:.the real measure of the success of the rural electrification e - 
program is found in the farm home and rural community. It has contribu a 


substantially to improved standards of living. It makes farming more . 
efficient and more profitable. It relieves the farm honenaker of mich a ‘ 
of the old-time drudgery and. back-breaking, labor. It makes, ruming : a. 
hot and-cold water and plumbing: possible in the farm home - It preserves i 
food and makes for better nutrition. It Dratects syestent eat in other 


ways aids: farm family health. It. keeps the isolated farm in touch with 
the commmity, Nation, and world... . 
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ey SUMMARY OF ELECTRIC PROGRAM IN 
PIs , the number of farms with central station electric 
_ service Mab veabed from ig Oe percent, at the time REA was 


ie ni 


established in 1935, to PN 8s percent on June 30, 1952. 
REA had approved $ in electri- 


a hae loans to borrowers, of them coopera- 
ss tives. Of this amount $ had been advanced to the borrowers, 


ti. were then operating. miles of line serving _—_—s farms 


sumption of electricity from REA-financed lines in . Average 
se rose from kilowatt-hours per farm in December, 1947 to 


i a 1h in December, 1952. 


REA borrowers in had paid $ in interest 


and repaid $ i SC—C#é:«sésprnccipal om their government loans by 


i yO ; __ borrowers were $ ahead 


Ye: by or the repayment schedule, and $ he was more than 30 days overdue. 
SUMMARY OF TELEPHONE PROGRAM IN 


There were farms with telephones in » or 


percent of the total, in 1950. 


REA had allocated a total of $ 1 fom 


Po "telephone loans to | firms in - These loans will 


i .. the borrowers to bring modern service for the first time to 


- rural establishments, and improved service to present subscribers. 


sn addition, REA had on hand telephone loan applications totaling 


from hah Ie 
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